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TT. 5/7/2003-|tf)«fl ift 34T*—TR^pjR# f^4T<4 23 34R4, 2003 4^ 4H4 #44 W# ^ 

4~^l TPWt^t fq, 3144444#%^ 4454 #4T ^ 3TT^ ^ ^ 3^?T^3ff HgT f, 

% %4 4 ^ 4$ ^ 4<Pqa 4f#rrfq4 3f?n-H #?r y u ih1 c# ^ ^ ### 4nf 2003-2004 4 # w #tw 4 # 

<*># 4ft Mtciiq '3 i^h1Rci Rh^i I 

(i) OToft 1 2004 # 4^ * 4# #41 # 34# 41# 44 4#4lR#j (WT WT # 

d#T # %4T4) # f#4 3j|#c|l4 ##tl 4lf#4> 3*^414 #44 cT^TT 4#nf *4# 44 10 
3?fcT?T4 #4T cf^TT 4?#4T# 4RT ^T44 *[44T4 f#^4T vifllJ^II 3#4 #^4 TRcfr'N vH4^o4 
4#4tl cTOT#, TTC444 4# 3#4 # ## b*jf444j # #44 #, 3# ^R44# 4#4T# 4# f, 4#^ 
3f?I4H 4# f#4T 4mpTTl 3RT4I4 42JT f#cm 304 4# #4-34B^T 4#4 #4T4 f#44-I #K# # 
4TRT f#>4T 4fl^!| I qR^lRd 4TI4 #4T4 44T 4ff4F4 4f#^I f#f# # 4444 c#4i 4R4>R 

4# #4T # 344 44 4fcT4Kffofi 4# #t 444T4J ##| 

(ii) 3 m 4 c W #P# 4) 3Tc44T,4c^4) olrf^T 314# 1#4 k*F 44 *f#44-II 34^4^4 #*4 

#441 #t 441 44 kTT tl 4^4 4T4444 4# #4T # 34# 4T#T 44 4#?T4# 4> f#4 444RJ ##^f 
f#f# # 4ft # #4 ^4 f#4?cft 4# 4T44T # f#4T 444411 4TC444 ^4 441# # 4## 3RT4T4 4# 
4##tl ^4 4f#44%4T 44 vJ4^44 3##>4T3# gT4T 44?I f#>4T 4414*41 44#4T# 

f#44# #t 4T44 ‘fg#fa f#44’ #p# # vrHRfRl 4# 3T4RT: 3T9T4T ^#4^4# f#444# 4^4# # 

f#4 44#4f #4TI ^44 34B4^ #W #4# # #?R f##^T 4^t #41, 444T ^44 44 4#| f##4 4H 
4# eT#4Ti 
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(iii) M?M WIToil to ftoT tof tofvT WTRTcT: 60 to 3TTO fto TO fTT to? TOkTT tl 

Bt^cT 7TO toto to 3Tf^c||4cl: cjlRto tofcH tor toto to) to 

feT^ ir?FT to% W 40 TrfcfTO Rto TOTT 3HWW> #PTT I TRWft to-dfRto to’ TOoT 

ir,tototo to todiP^Ri ^ w toto cTarr tjtt w toto tot- to to ttto 

toto/Tcto to toTTOTcf to TOTOT <bTdl tofH eZrf^cT to to topf to$T cf5t 

toto 5 to to tor t? ftotot # to \3m^Vi tor to to wtor toi ouf^-f^n to 
60 to - to 3 trj to ^j4 to wrrto toto to tor toR, too! 4 tototo tototo 
to tor ^t so totoro toi 

^ tor wrrto to tort 

(iv) tor TO toto^r fto^Tc# wtttwt ct^it toicpwi (tomr) 3MRto,3to tor to 
wto (toroto to tor Ttoto to to toftoi wro toror to f to torroi to! i 

(v) toto totot (%wr to totero) ftoto c i>i4P i ctoh to to 4 3 tttot to w 4 
to tot TOrtot to tor -tof totor Tjftor ftotot w wto tor ^ ^ ttoto to 
to fto tor tor to toto w tot tort ti 

2 . r^ ton wnto to tor to to ytot fto i TOto, 2004 totot 

\-to itotTT, TT^qf ^ripqq 


MINISTRY OF FINANCE 
(Department of Economic Affairs) 

(ECB & PR Division) 

NOTIFICATION 

New Delhi, the 22nd December, 2003 

F. No. 5/7/2003-ECB & PR. — The Government approved on 23rd August, 2003 the proposal 
to implement the budget announcement of 2003-2004 relating to introducing a new restructured 
defined contribution pension system for new entrants to Central Government service, except to 
Armed Forces, in the first stage, replacing the existing system of defined benefit pension system. 


(i) The system would be mandatory for all new recruits to the central Government 
service from 1 st of January 2004 (except the armed forces in the first stage). The 
monthly contribution would be 10 percent of the salary and DA to be paid by the 
employee and matched by the Central Government. However, there will be no 
contribution from the Government in respect of individuals who are not 
Government employees. The contributions and investment returns would be 




•gr*gi] 


TT3m : srarercw 


3 


deposited in a non-withdrawable pension tier-I account. The existing provisions 
of defined benefit pension and GPF would not be available to the new recruits in 
the central Government service. 

(ii) In addition to the above pension account, each individual may also have a 
voluntary tier-II withdrawable account at his option. This option is given as GPF 
will be withdrawn for new recruits in Central Government service. Government 
will make no contribution into this account. These assets would be managed 
through exactly the above procedures. However, the employee would be free to 
withdraw part or all of the ‘second tier’ of his money anytime. This withdrawable 
account does not constitute pension investment, and would attract no special tax 
treatment. 

(iii) Individuals can normally exit at dr after age 60 years for tier -I of the pension 
system. At exit the individual would be mandatorily required to invest 40 percent 
of pension wealth to purchase an annuity (from an IRD A-regulated life insurance 
company). In case of Government employees the annuity should provide for 
pension for the lifetime of the employee and his dependent parents and his spouse 
at the time of retirement. The individual would receive a lump-sum of the 
remaining pension wealth, which he would be free to utilise in any manner. 
Individuals would have the flexibility to leave the pension system prior to age 60. 
However, in this case, the mandatory annuitisation would be 80% of the pension 
wealth. 


Architecture of the New Pension System 

(iv) It will have a central record keeping arid accounting (CRA) infrastructure, several 

pension fund managers (PFMs) to offer three categories of schemes viz. option A, 
B and C. v 

(v) The participating entities (PFMs and CRA) would give out easily understood 
information about past performance, so that the individual would able to make 
informed choices about which scheme to choose. 

2. The effective date for operationalisation of the new pension system shall be from 

1 st of January, 2004. 


U.K. SINHA, Jt. Secy. 
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